PHILIP MORRIS, U.S.A. 


_ INTEROFFICE CORRESPONDENCE 

120 PARK AVENUE, NEW YORK, N.Y. 10017 


TO: E. Merlo 

FROM: H. Goldfrach 

SUBJECT: MERIT CHALLENGE RACE 


DATE: July 18, 1984 


As you know, Merit has held a series of meetings with Ray Bently 
and John Welch, organizers of a race called "Round The Horn 
’85". Those meetings were held to investigate sponsorship of 
that event. Background is as follows. 

1. In 1851, the Clipper ship Flying Cloud set the record 
for sail travel between New York and San Francisco via 
Cape Horn (the tip of South America). The record of 89 
days still stands, even though many have tried to break it. 
Computer simulations indicate that today's ships could break 
the record by as many as eight to nine days. 

2. The organizers are trying to establish a race to beat the 
record. They have positioned the race as "man against the 
sea", and are in varying stages of development concerning 
organization, promotion and PR for the event. 

3. The promoters have made tentative provisions for daily 
audio/video communications with the boats via satellite. 

4. Cost to become the sole sponsor of this race will be 
$525,000. That payment includes virtually all 
organizational elements for the race itself, but would 
not include prize money, significant levels of PR, or -a 
variety of consumer and trade tie-ins. A full budget, 
totalling is attached. 

RECOMMENDATION 


We feel this promotion makes considerable sense for Merit, and 
recommend sponsorship. First, the basic premise is excellent. 
The event will be positioned as a raw challenge of men in boats 
against the elements. Overlay that positioning with the 
historical comparison to a record set by a Clipper ship over one 
hundred thirty years ago, and the race should be capable of 
generating considerable news and feature story value: its 
appeal would be based on drama, romance and lure—not on an 
upper class race by yachtsmen. 
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Second, the concept--an emotionally appealing challenge 
involving man against the sea—can be extended over time through 
a series of "Challenges". For example: 

• Rerun race if record remains intact 

• Challenge through the Northwest Passage 

• Challenge the Mississippi in stern-wheelers 

• Challenge the Colorado River 

• Challenge race -- NY to LA via river 

The press potential of the "Challenge" has been reviewed at 
length with Marketing Communications, and with the Weiner Group, 
a consulting PR firm. They agree with our feeling that the 
concept makes sense and—most importantly—is capable of 
generating considerable PR for Merit. To that point, the 
promoter has already done a considerable amount of spade work 
with the boating press, the New York Times (Sunday Supplement), 
and Sport Illustrated. 


PROPOSED ELEMENTS 
Timing 

Start: Early April 1985 

Finish: Expected winner will cross the finish line 

(The Golden Gate Bridge) 80 days after the 
start. 

The race will be "over" on the 90th day. 


Race Structure 

1. The race would be run from New York nonstop to 

San Francisco around Cape Horn. There would be one 
overall winner, based solely on elapsed time. 

2. As currently viewed, two classes of boats would enter the 
race. Each class would be limited to 10 boats. 

Class I : Maxi racers (mono-hulled, at least 55') 
Class II ; Multi-hulled (catamarans and trimarans) 

There is a possibility that maxi racers only will race 
due to safety requirements. In that case, twenty boats 
will be entered. 
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Prize Money 

Prize money will reward speed, and will be awarded only to the 
boat or boats breaking the record. Starting with a $250M 
maximum payout if all boats beat the record by at least 10 days, 
prize money will decrease as boats get closer to the record. No 
money will be awarded if the record remains unbroken. 

Structure 

• 1,000 per boat per day by which the record is beaten, 

up to a maximum of 10 days. Maximum payout is $200,000. 

• $50,000 bonus for the overall winner. 

Racing Committee 

A blue-ribbon Racing Committee will be created to formulate and 
administer the rules and regulations of the race. That 
committee will receive all boat applications, determine 
seaworthiness and safety requirements, and establish all the 
"rules of the road" for this race. Philip Morris will sit on 
this committee, determine commercial identification issues, and 
have absolute veto over I.D. issues. 

Command Posts 


Two command posts will be established: 

New York -- Grand Central Station 
San Francisco -- Fisherman's Wharf 

These posts will serve as focal points for the race while in 
progress. They will be in daily audio/visual communication with 
all boats via satellite. 

Press Activities 


In addition to the continual availability of audio/visual 
material from the boats, the following other activities are 
anticipated. 

1. Press Conference -- Announcement 

2. Start of Race Banquet 

3. End of Race Banquet 

4. Press conferences/days with captains and crews 
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PROMOTIONAL EXTENSIONS 

While the thrust, and primary benefit, of the program is image 
extending PR, other marketplace and product based extensions are 
also possible. They fall into two areas. 

1. Local market tie-ins (New York and San Francisco) 

• Fireworks/Sampling - in New York when race starts; 

in San Francisco when race ends 

• Contests - in both "command posts" to build 

traffic and awareness. 

2. National Consumer involvement via a sweepstakes overlay, 
for example, consumers could pick the winning boat and 
the elapsed number of days. 

BUDGET 

A preliminary operating budget for this program is as follows. 


1 . 

Concept Ownership 

$ 

100,000 

2. 

Operations 




• Consulting fee, and 
expenses, for 12 months 


120,000 


• Donation to National 

Maritime Historical Society* 


25,000 


• Communication bases, 
satellite line, etc. 


230,000 


• Misc. (docking, stationary, 
trophies, etc.) 


50,000 

525,000 

3. 

Prize Money 




Maximum Liability 

_ 

250,000 



$ 

775,000 


*Donation in return for NMHS serving on certification 
committee for boat specification, safety, etc. 
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Clearly, local market promotions, etc; would increase cost. A 
sampling and fireworks program in New York and San Francisco, 
for example, would add roughly 3500,000 to the program. 

Comment—Timing 

Timing is short. First, the idea is public and the promoter has 
no contractual obligation to Philip Morris. Second, there is 
much to be done if we are to get the quality and quantity of 
boats for this race. To that point, calendars have to be 
cleared well in advance for a race with a three month duration. 

We're anxious to get this going. It would give the Brand much 
needed exposure--both with the public and the boating 
community—and would let us "get our feet wet" with a 
potentially exciting idea. 


HG: jg 


cc: R. 

Fitzmaurice 

R. 

Harris 

B. 

McCullen 

M. 

Munkenbeck 
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